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BULLETIN OF THE NATIONAL INDUSTRIAL COUNCIL 


(Formerly National Council for Industrial Defense) 


IMPORTANT 


This Bulletin describes the important legislative proposals with respect to 


SOLDIERS’ BONUS 


Your attentive consideration and energetic action is suggested 


To tHe Apvisory COMMITTEE AND MEMBERS 


OF THE NATIONAL INDUSTRIAL COUNCIL. 


Gentlemen: 


No more important political question is pre- 
sented than that involved in the pending Con- 
gressional proposal for a soldiers’ bonus. A brief 
history and analysis of the proposals is presented 

, for your information and consideration: 

During the 2nd Session of the 66th Congress, 
91 bills and 5 resolutions proposing some form of 
soldiers’ bonus or “soldiers’ adjusted compensa- 
tion,” as it is at all times legislatively termed, 
were introduced. By House Resolution No. 470, 
February 26, 1920, all such measures were re- 
ferred to the Committee on Ways and Means. 
From March 2nd to March 24th, 1920, public 
hearings were held on these measures. On May 
21st, the Chairman was directed to report H. R. 
14157 (H. R. 1020, 66th Congress, 2nd Session). 
A minority report was at the same time filed by 
Mr. Rainey, of Illinois (id.). The bill, after 
. debate in the House, passed May 29th, ayes 289, 
. noes 92, not voting 46. In the Senate the meas- 
ure was referred to the Finance Committee and 

reported February 28, 1921, by Mr. McCum- 

ber, drastically amended (S. Report No. 821, 
66th Congress, 3rd Session), with a minority re- 
port by Mr. Thomas (id. Report No. 821, part 2). 
_ This was tlie status when Congress adjourned, 
March 4th, 1921. 


SOLDIERS’ BONUS LEGISLATION, 67TH 
CONGRESS, FIRST SESSION 


On April 11th, 1921, Mr. Fordney introduced 
H. R. 1, which is identical with H. R. 14157 as 
reported by the Senate Finance Committee in 
the preceding session with the exception ef the 
single provision, Title VI, to be referred to here- 
after. On April 12th, Mr. McCumber introduced 
S. 506, being the House bill of the preceding ses- 
sion as reported to the Senate. 


STATE LEGISLATION 


Before proceeding to examine the terms of 
the Congressional legislation, it may be well 
to note that the following thirteen States have 
enacted soldiers’ bonus legislation: 


Maine North Dakota 
Massachusetts Rhode Islande-s---gy 
Minnesota South Dakota 

New Hampshire Vermont 

Michigan Wisconsin 

New Jersey Washington 

New York 


In the following eight States such legislation 
is pending: 


California Missouri 
Colorado Nebraska 
Ohio Pennsylvania 
Oregon Tennessee 


This legislation varies in its terms in accord- 
ance with the number of service men and the 
financial resources of the State. New York, for. ~~ 


example, provided $45,000,000 for bonus of which 
$10,000,000 is made available in the present year. 


TERMS OF CONGRESSIONAL 
LEGISLATION 


It is of no practical importance to examine the 
provisions of the original House bill. The ac- 
ceptance by the Chairman of the Ways and 
Means Committee of the Senate substitute, with 
only one substantial difference, makes the meas- 
ure now about to receive the consideration of 
both Houses, with a single exception, the bill 
reported to the Senate by its Finance Commit- 
tee in the concluding days of the last session. 

The vital difference between the original and 
the substitute measure is in the time that it be- 
comes operative and the method by which the 
revenue necessary to support it is to be secured. 
The Fordney bill became operative July 1, 1921; 
the Senate substitute and the present proposals 
become effective January 1, 1923. 

The Fordney bill in the last Congress esti- 
mated the expenditure involved at $1,250,000,- 
000, and provided for the same by what were 
termed “Victory taxes” (Title VII, H. R. 14157). 
These taxes were to consist of an additional 
surtax of from one per cent to three per cent, 
retroactive as to 1920, a retroactive excise tax 
on stock dividends from March 15, 1920, equiva- 
lent to ten per cent of such dividend. In addi- 
tion there was to be a tax equivalent to one- 
fifth of one per cent on sales of stock and bonds 


~—_-—-and-of one-half of one per cent on sales of real 


estate, and an additional tax of twenty-five per 
cent of the tax on cigarettes, and fifteen per cent 
increase in the excise tax on cigars and tobacco. 
The tax provision was stricken out of the Senate 
bill and the Congress authorized to appropriate 
such amounts “as may be necessary to carry 
out the provisions of this Act,” thus leaving the 
amount of revenue and the method of raising it 
to be determined by subsequent legislation, 

The bills now before the House and Senate 
provide in substance to give the “veterans” their 
choice of five alternative plans of remuneration. 
These are: 

1. Adjusted service pay, or $1 per day for 


each day’s home service and $1.25 for each 

day’s overseas service during the war, in ex- 

cess of 60 days, in the military or naval forces 

of the United States between April 5, 1917, 

and July 1, 1919, said sum if more than $500, 

to be paid in 10 equal quarterly installments, 
and if less than $500 in quarterly installments 
of $50, conditioned that the home-service pay 
shall not exceed $500 and the overseas-service 
pay shall not exceed $625 to any one person. 

2. Adjusted service certificate plan, which 
increases the adjusted pay service 40 per cent, 
allows 414 per cent per annum, compound in- 
terest, for 20 years, the whole amount pay- 
able upon the death of the recipient as insur- 
ance, and against which the applicant may 
borrow 90 per cent of the total amount due, 
including interest, from the third to the fifth 
year, inclusive, and 80 per cent due at any 
time between the fifth and twentieth years. 

3. Vocational-training aid, which provides 
for the payment of $1.75 per day for each day’s 
service by the veteran in a course of voca- 
tional training, the total payment not to ex- 
ceed 140 per cent of adjusted service pay. 

4. Farm or home aid, the amount expended 
by the Government for such assistance to be 
40 per cent higher than the adjusted service 
pay. 

The fifth alternative presents the only dif- 
ference in existing legislation. The McCumber 
bill, S. 506, proposes that the veteran shall have 
preferred entry rights to public or Indian lands 
open to or restored to entry and to all reclama- 
tion projects now or hereafter established. Such 
veteran, upon certification by the Secretaries of 
War or Navy, to receive in one payment or in- 
stallments an amount equal to his adjusted serv- 


ice pay, increased by 40 per cent, such payment — 


to be made to enable the veteran to make pay- 
ments for or improvements of such land, upon 
suitable assurance to the Secretary of the Inte- 
rior that the money is to be used for such pur- 
pose. 

The pending House bill, H. R. 1, differs from 
the Senate proposal in containing an elaborate 
provision under “Title VI, Land Settlement,” 


NX 


for the establishment of a “National Veterans’ 
Settlement Board,” composed of the Secretary 
of the Interior and four salaried members ap- 
pointed by the President, three of whom shall 
be veterans. This Board is to administer a 
plan for home-making upon lands reclaimed 
through irrigation, drainage or other means. 
Provision is made for adjusted service pay to be 
applied as a first payment on such land. And 
co-operation is authorized with Federal and 
State agencies to carry out such work of recla- 
mation in States where feasible projects may be 
found. 


COST OF PROPOSED PLAN 


It will be observed that the execution of the 
plan does not begin until January 1, 1923. The 
cash payments under Plan No. 1 are then to be 
spread in quarterly installments over a period 
of two years or, in Plan No. 2, over twenty years, 
in loans less repayments, or on account of deaths, 
or the maturity of what is for all practical pur- 
poses an endowment insurance. 

The Senate Committee regards these two 
plans as those which will be chiefly accepted, and 
substantially minimizes in its reports and con- 
sideration the cost of other alternatives. It ex- 
presses the opinion that at least 80 per cent of 
the veterans will take the certificate plan. 

It is estimated that the total number of vet- 

_erans entitled to the benefits of the proposal as 

of January 1, 1923, will be 4,546,688. Based 
upon five assumptions of the exercise of the 
alternatives oflered, the Committee variously es- 
timates the cost of the measure as follows: 


1. If every veteran accepts the cash 
Pls COTHECOSER ay. « «5 agi gs 8 $1,547 ,904,395 
2. Should every veteran accept the 
certificate plan, with no bor- 
rowings, and making allowance 
for annual payment on account 
of debts, total amount in 1943 
WOW AGexeratee. oi 1 5,251,364,907 
These two estimates are not presumed to indicate 
the fact of operation but to show possible maximum 
and minimum costs. . 


3. If 20 per cent accept cash pay- 

ment and 80 per cent certifi- 

cate plan, and one-third bor- 

row limit on certificates, total 

amount in 1943 will aggregate 4,356,338,615 
4. On basis of one-third accepting 

cash payments and two-thirds 

certificates, with similar allow- 

ances as in No. 3, cost up to 

OAS WGI Be gee ase a, 3,888,282,142 
5. On basis of 50 per cent taking 

cash payment and 50 per cent 

certificates, the cost up to and 

including 1943 would be..... 3,303;453,234 


In the face of these estimates it is interesting to 
note that in the report of the Ways and Means 
Committee accompanying the original measure 
passed by the House, May 29, 1920, and including 
the alternatives embraced in the present measures, 
it was said: “To carry out the provisions of the 
various titles of the bill, it is estimated will require 
the expenditure of approximately $1,250,000,000.”’ 


THE FEDERAL FINANCIAL PROBLEM 


The Senate Committee frankly struck out the tax- 
ing provisions of the House bill as inadequate on 
the one hand and adding an impossible burden at 
the present moment. It amended the House bill to 
defer the operation of soldiers’ bonus until January 
1, 1923, because the Secretary of the Treasury es- 
timated the gross deficiency for the fiscal years 1921 
and 1922 at $3,453,618,330. On the other hand, 
the Senate Committee presented no definite means~ 
of raising the enormous additional revenue required 
for the execution of its proposal, but recognized 
that : | 

“Any proposal calling for a considerable out- 
lay should show not only a most satisfactory 
justification for the proposal, but should also 

present to the country as definitely as possible . 

what the total cost of the proposed legislation 

must be and what must be appropriated each year. 
during its continuance.” 

In the estimates heretofore referred to, the least 
appropriation required for 1923, under what the 
committee assumes would be the practical operation 


of the plan, is a minimum of $217,000,000 for 1923, 
with an aggregate expenditure of $3,300,000,000, 
or a maximum for the first year of $476,796,890 
and an aggregate of $4,356,338,615 to meet these 
requirements. To meet these requirements, as has 
been said, the Committee offers no definite plan but 
emphasizes the fact that in its opinion the revenue 
requirements can be spread over a term of years, 
from two to twenty, that the estimated Treasury 
deficits and recognized fixed expenditures may be 
reduced by reasonable economy. The most definite 
suggestion of the Committee is that in all proba- 
bility the debt of our Allies, aggregating $9,466,- 
283;172 and interest, will be funded into long-time 
bonds, and the interest which it is assumed will be 
paid may be applied to the bonus payments. If it 
is found that such interest is insufficient because of 
an unexpectedly large number of acceptances of the 
cash plan, it is suggested that the Treasury Depart- 
ment may be authorized to sell such amount of 
these hypothetical long-term bonds as may be neces- 
sary, the same being guaranteed by our Govern- 
ment. This represents the extent to which the 
authoritative committees have gone in finding a 
means of paying the enormous promissory note 
which it is proposed to issue. 

A careful examination of the hearings before the 
Congressional committees, of the reports of such 
committees and of the debates, discloses the widest 
difference of opinion amongst both proponents and 
opponents of the legislation as to its cost and the 
_ impossibility of determining it because of the un- 
‘certain human equations involved within any save 
the most variable limits. An economic issue is there- 
fore presented of the first magnitude. On the one 
hand, is the perceived and accepted necessity of re- 
ducing the tax burden. On the other, a proposal 
with the most powerful political backing, to enor- 
mously and indefinitely increase the expenditures of 
Government over a long period of years, with no 
certainty of keeping the solemn promises made save 
the meeting of every deficit through taxation. 


THE ARGUMENT FOR AND AGAINST 
THE MEASURE 


The proponents of the measure find their cause 


clearly stated in the declaration of the Senate Com- 
mittee : | 

“Tn plain, simple English, its purpose is to give 
to the soldier who offered his life with his ser- 
vice a compensation that will approach that of 
the laborer who remained at home, secure from 
danger, and whose compensation increased from 
200 to 300 per cent, and, measured by the amount 
of labor actually performed, a percentage beyond 
those figures.” 

It is further argued that similar donations were 
made by our Government in previous wars and have 
been made by all the Allied governments in the 
present War. 

To this the opponents answer: 

1. That it is economically impossible. That 
with the present heavy burden of taxation, the out- 
standing private and public loans to foreign and 
domestic creditors, the pressing need of new capi- 
tal, the inevitable Treasury deficit, the general de- 
pressed industrial and financial condition of the 
country, and the necessity within the very period 
fixed for the beginning of bonus payments to meet 
maturing Government obligations of $7,000,000,- 
000, the plan would ultimately injure those it is 
intended to benefit. 

2. It is socially injurious, since it would lessen 
efficiency, notably among a great proportion of the 
750,000 negro veterans, upon whose willing labor 
great sections of our country are wholly dependent, 
and who, in the light of experience, are most likely 
to accept cash payments and, during their availa- 
bility, withdraw from productive labor. 

3. In the strong language of the Minority Re- 
port of Senator Thomas: 

“This bill is sordid and mercenary, humiliating, 
outrageous, and illegal. It subordinates duty to 
the sordid and degrading influences of pelf and 
profit, makes the Army an agency for the extor- 
tion of money from the citizen, and places the 
republican soldier upon a level with the merce- 
nary soldier of fortune or adventure who ac- 
knowledges no country and depends upon fight- 
ing for his livelihood.” 

4. It represents the desires and determination 
of a highly organized and active minority. More 


than a majority of ex-service men, in the opinion 
of competent observers and by their own expression, 
are either indifferent to the bonus proposals or ac- 
tively opposed to them. The support of the bill, 
therefore, becomes political, although its economic 
danger is clearly recognized by many representa- 
tives who feel impelled to support it, since the great 
mass of citizens do not realize its burdens or the 
probable economic effect of the measure. 

5. The enormous expenditures required by the 
measure lessen the capacity of the Government 
and the people to perform their primary obliga- 
tion toward the care and rehabilitation of the 
disabled soldier. Substantially 460,000 men have 
been medically ascertained to have been dis- 
abled in military service. The first duty of the 
country is to provide for them and their depend- 
ents. If the enormous provision for bonus pay- 
ments is made, adequate provision for hospitali- 
zation, rehabilitation, disability and care of de- 
pendents is impossible, or the tax burden will 


become unbearable. In this connection, the na- 
ture of the demand is made evident by the rising 
appropriations already made in the discharge of 
this obligation. From 1918, provision for war 
risk insurance, care of soldiers and hospitaliza- 


tion has risen from $228,500,000 to $440,000,000, : 


in 1921, with provision for $456,000,000 in 1922. 
If pending Congressional proposals to liberalize 
the eligibility requirements for disability aid are 
enacted, the present expenditures will be enor- 
mously increased, while it is estimated that tens 
of thousands of potential patients, to whom med- 
ical attention and rehabilitation is due, are yet to 
apply for assistance. 


Joun Kirsy, Jr. 
Chairman, Daytan, Ohio 

James A. EMERY 
Counsel, Washington, D. C. 


New York City, 
April 25, 1921. 


(Additional copies of this bulletin may be obtained from the National Industrial Council, 30 Church Street, New York City.) 
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